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ATCT Information Systems 

OIQEST: 

There is  no l e g a l  b a s i s  t o  ob jec t  to 
acceptance of poss ib ly  below-cost b i d  
by gran tee .  

ATcT Information Systems complains of t h e  award 
of a f e d e r a l l y  funded con t r ac t  t o  General Telephone 
Company of Michigan under s o l i c i t a t i o n  No. 84-MA0142, 
i s s u e d  by the S t a t e  of Michigan Department of Manage- 
m e n t  and Budget f o r  a telephone system t o  be i n s t a l l e d  
a t  Camp Grayling, a National Guard f a c i l i t y .  We con- 
s i d e r  the complalnt i n  accordance w i t h  t h e  Publ ic  Notice 
e n t i t l e d  "Review of Complaints Concerning Contracts 
Under Federal  Grants," 4 0  Fed. Reg. 4 2 4 0 6  ( 1 9 7 5 ) .  AT&T 
contends t h a t  General Telephone's b i d  is so low t h a t  i t  
cannot provide new telephone cable  a s  required by t h e  
s o l i c i t a t i o n ,  and suggests  t h a t  General Telephone e i t h e r  
plans to  request  a cont rac t  modification allowing use of 
the  ex i s t ing  telephone cable  a t  Camp Grayling o r  to  
sus t a in  a loss on the con t r ac t .  

The complaint is  denied. 

A s  issued on May 30 ,  1 9 8 4 ,  t h e  s o l i c i t a t i o n  pro- 
vided t h a t  t h e  cont rac tor  could negot ia te  w i t h  the  
owner of t h e  e x i s t i n g  telephone cable a t  Camp Grayling. 
I f  the  con t r ac to r  purchased the e x i s t i n g  cable  f o r  
l e s s  than t h e  cos t  of new cable ,  the con t r ac t  p r i c e  
would be reduced by 6 5  percent  of the net  savings. 
T h e  e x i s t i n g  cable  is owned by General Telephone. In 
a n t i c i p a t i o n  t h a t  t h e  low bidder m i g h t  be General 
Telephone, the s o l i c i t a t i o n  provided t h a t  i f  the 
owner of the cable  received a con t rac t ,  the  cont rac tor  
would be paid f o r  the cable  an amount determined t o  be 
i t s  "present  worth." On J u n e  2 6 ,  the s o l i c i t a t i o n  was 
amended t o  requi re  t h a t  cable  was t o  be " a l l  new." 
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Before con t rac t  award, General Telephone confirmed to  
t h e  Michigan Department of Management and Budget i t s  b i d  
p r i c e  and t h e  f a c t  t h a t  the p r i c e  was fo r  new cable.  ATCT 
Information Systems contends, however, t h a t  a check of 
cable  p r i c e s  i n  Michigan by an independent cable con- 
t r a c t o r  es tab l i shed  t h a t  new cable  could not b e  provided 
fo r  l e s s  than the p r i c e  b i d  by AT&T. General Telephone's 
cab le  p r i c e  of $206,084 is  considerably l e s s  than AT&T's  
p r i c e  of $364 ,640 .  AThT concludes t h a t  General Telephone 
pr iced i t s  b i d  on t h e  assumption t h a t  i t  could provide its 
ex i s t ing  cable.  

We a r e  aware of no Mlchigan laws o r  regula t ions  
addressing of fered  p r i c e s  which may b e  below cos t .  In 
the absence of contrary s t a t e  law, bas ic  t e n e t s  of fed- 
e r a l  procurement law a r e  appl icable .  E.P. R e i d ,  I n c . ,  
8-189944, May 9 ,  1978,  78-1 CPD ll 346. Under the  laws 
and r egu la t ions  governing procurements by f ede ra l  agen- 
c i e s ,  there  i s  no ground t o  ob jec t  t o  an award on the  
b a s i s  t h a t  a b i d  may be below cos t .  Western Waste 
Management, B-216392,  Sept .  24 ,  1984,  84-2 C P D  ll 344.  
AT&T's concern, t h a t  General Telephone may seek t o  modify 
i t s  cont rac t  t o  allow use of ex i s t ing  cable ,  is  n o t  grounds 
f o r  r e j e c t i n g  a b i d .  Contracting o f f i c e r s  a r e ,  however, 
required t o  insure  t h a t  l o s ses  r e su l t i ng  from below cos t  
b i d d i n g ,  o r  " b u y i n g  i n , "  a r e  not recovered through change 
o rde r s  o r  otherwise.  - I d .  

The complaint i s  denied. 

Comp t r o  1 l&r ken e r a1 
of the United S t a t e s  
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